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HEALTH INSURANCE. 

REPORT OF STANDING COMMITTEE ADOPTED BY THE CONFERENCE OF STATE AND 
TERRITORIAL HEALTH AUTHORITIES WITH THE UNITED STATES PUBLIC HEALTH 
SERVICE, WASHINGTON, D. C, MAY 13, 1916. 

Health insurance, as usually operated under governmental systems, 
provides that all employed persons in certain occupations, and all 
persons in other occupations earning less than a specified annual 
income, be entitled in case of illness to certain benefits. 

Benefits. — The benefits ordinarily provided are: 

(a) Cash payment for a limited period (usually 26 weeks in any 12 
months) of a proportion of the wage, or of a fixed sum, to employees, 
when disabled by sickness or nonindustrial accident. (Industrial 
accidents are provided for under workmen's compensation laws.) 

(b) Medical benefits, which include adequate medical and surgical 
care, medicines, and appliances in home, hospital, sanatorium, or 
physician's office, to employees disabled on account of sickness or 
nonindustrial accident during a limited period (26 weeks in any 12 
months) . 

(c) Maternity benefits, which include cash payment of a small 
sum in case of confinements of employees or wives of employees. 

(d) Cash payment for deaths of insured persons due to sickness or 
nonindustrial accidents of an amount calculated to cover funeral 
expenses. 

Funds. — The funds are usually provided by payments from 
employees, employers, and Government appropriations. In Germany 
the employee pays two-thirds, employer one-third, and the Govern- 
ment pays for certain expenses of supervision. Under the English 
national insurance act the employee pays four-ninths, the employer 
three-ninths, and Parliament appropriates two-ninths. In the case 
of women and persons employed at certain low levels of wages the 
payment of employer and Parliament are increased and the propor- 
tion paid by employee is decreased. 

Administration. — The administration both central and local is 
usually according to some form of representative government. In 
the local government, in addition to governmental bodies created for 
the purpose, unions, industrial establishments, and certain societies 
are utilized for purposes of the local administration of the funds. 

Extent of health insurance. — In foreign countries voluntary health 
insurance systems have been subsidized by the Governments of 
France, Belgium, Denmark, Sweden, and Switzerland. But more 
significant as an evidence of the recognition of the efficacy of health 
insurance is the fact that compulsory systems have been established 
in Germany, Austria-Hungary, Norway, Great Britain, Serbia, 
Russia, Luxemburg, Eoumania, France (for miners, seamen, and 
railway employees), and Italy (for railway employees). 
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In this country we are in the first stage in health insurance. No 
State, municipal, or other government in any way provides for or 
aids health insurance. There are, however, large numbers of pri- 
vate systems such as mutual benefit associations and other societies 
which provide for health insurance; in addition to these there are 
various employers' benefit associations, trade-union benefits, and 
commercial insurance with health insurance policies. 

Bills providing for the establishment of governmental health- 
insurance systems have been introduced in the Legislatures of Mas- 
sachusetts, New York, and New Jersey. In California a State com- 
mission has been created for the study of social insurance. 

Occupational disease insurance. — In several States occupational 
diseases have been included in the workmen's compensation acts 
and the constitutionality of these laws has been upheld by the State 
supreme courts. This shows a tendency on the part of lawmakers 
to apply insurance methods in provisions for sickness. Few diseases, 
however, are altogether due to the hazard of the occupation; in fact, 
at times the occupational hazard may be greatly aggravated by other 
conditions which cause impaired resistance in the worker. Thus the 
responsibility for many of the so-called "occupational" diseases is 
divided and the classing of them with industrial accidents is not only 
often impracticable but tends to load on the employer a responsi- 
bility which is not altogether his. 

The need for health insurance. — The economic cost to every com- 
munity and to the Nation of preventable diseases and deaths is 
greatly increased by the unusual prevalence of these diseases and 
deaths among the unskilled and low-paid industrial workers. All 
available statistics, both in the United States and in foreign coun- 
tries, indicate that among those of a low economic status the mor- 
bidity and mortality rates are higher than in the rest of the popu- 
lation. 

The result of an investigation made for the Federal Commission on 
Industrial Relations afforded the estimate that each of the 30,000,000 
workers in this country loses on the average about nine days each 
year on account of sickness. Placing the loss in wages at $2 a day 
and the cost of medical attention at $1 a day, the total loss to the 
wage earner of the Nation would approximate three-quarters of a 
billion dollars annually. To this should be added the economic loss 
resulting from invalidity and death, and the loss to industry on 
account of decreased efficiency due to partial disability. To this 
should also be added the tremendous sums that are being spent by 
States, communities, municipalities, and volunteer organizations for 
the support of charities, free clinics, hospitals, and the like. When 
all expenditures are taken into consideration, the estimate of 
$750,000,000 seems an insignificant sum, indeed. 
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These cold calculations of cost, however, neither depict real con- 
ditions nor represent the real attitude of the American public toward 
such a situation. The generous response of the American public to 
the necessities of sufferers in the European war is striking evidence 
of the willingness of the public to deal promptly and efficiently with 
a situation when once its significance is understood. It needs only 
to be brought insistently to public attention that in this country the 
annual loss of death and lives among our industrial workers is not 
far behind that caused by the greatest war in history. To inform 
the public of such a situation is clearly within the province of the 
State health agencies. 

Econ(micf<ietorgincrea8ehealthhaza,rd. — It is not necessary to inform 
health officials of the character and extent of the conditions which 
have caused such a situation, but it is doubtful if the underlying 
economic factors have been adequately analyzed, especially from the 
standpoint of responsibility for disease-causing conditions. Without 
going into detailed statements, it may be said that among the more 
important of these economic factors are occupational hazards, irregu- 
larity of employment, unhealthful conditions of living, the employ- 
ment of women in industry under modern conditions of work, particu- 
larly of married women, and the economic disadvantage at which a 
considerable proportion of wageworkers and their families are placed 
as the result of low wages and insufficient annual income. A number 
of recent investigations have shown that these factors are important 
underlying causes of disease. Any adequate remedial program must 
fix the responsibility for these conditions in order to arrive at a proper 
basis for efficient measures. 

Responsibility for conditions causing disease. — In a general way it 
may be said that there are three groups which are responsible for con- 
ditions that affect the health of the wage earner — employers, em- 
ployees, and the community. The employer's responsibility is largely 
limited to places of employment and conditions of work. The public's 
responsibility is limited in great measure to community conditions 
or conditions common- to all groups of citizens. To the individual 
wage earner is largely left the responsibility for the healthfulness of 
the conditions under which he and his family live, but it should not 
be overlooked that under present conditions he is often handicapped 
by the effects of his occupation and of unhealthful community environ- 
ment. This is a responsibility which a considerable proportion of 
wage earners are financially unable to meet. 

These considerations— the presence of economic factors and the 
financial inability of so many wage earners to maintain a healthful 
standard of living — clearly indicate the necessity for a health program 
which will coordinate the efforts of all responsible groups and of the 
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numerous health agencies at present working too independently in 
their respective fields. 

Advantages of health insurance. — The experience of foreign coun- 
tries and a study of the situation in this country have shown that such 
a coordination of effort may be possible in a governmental system of 
health insurance if properly adapted to National or State govern- 
ments. By providing for the insurance of all workers, adequate relief 
will be afforded to even the lowest paid worker. 

The joint contribution of all employers, employees, and the com 
munity to the support of a health insurance fund will give to each 
group a financial incentive to lessen the cost by the prevention of 
disease, since a definite money valuation would be fixed upon each 
day of sickness. 

By providing medical service, with a continuance of a substantial 
portion of his income during sickness, the wage earner's family would 
not be rendered destitute when he stopped work on account of sickness 
and he himself could receive prompt treatment and not be compelled 
to continue at work until his health was seriously impaired. 

Maternity benefits are calculated to conserve the health of the 
mothers and lower the infant mortality rate. 

The joint provision and control of the fund by employers, employees, 
and the community will prevent any taint of charity or paternalism, 
afford a basis on which capital and labor can work together for a com- 
mon end, and stimulate a spirit of cooperation in the movement for 
improving the welfare of the wageworking population in every 
industrial community. Just as the workmen's compensation laws 
have brought about the nation-wide "safety-first" campaign, so may 
we expect from the enactment of health insurance laws a movement 
for better health that will be intelligent as well as popular. 

Relation to Medical Profession and Health Agencies. 

As stated above, the local administration of health insurance funds 
is usually left to local boards created for this purpose, or to trade- 
unions, industrial establishments, or societies which have been ap- 
proved by the central governing board or commission. The German 
act has left the administration of the medical benefits to these local 
bodies, and this has resulted at times in restricting the insured per- 
sons' choice of physicians to a limited number of contract doctors 
employed by these local agencies and thus caused so much friction as 
to result in a "doctors' strike." The English act, in the effort to 
remedy this defect, permitted free choice of physicians registered 
on the panels of the funds but did not place proper restrictions upon 
the signing of certificates admitting insured persons to benefits. The 
result was that the physicians were entirely too complaisant in signing 
certificates and the funds -were subjected to improper drain. 
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In the bill for health insurance that has been introduced in the sev- 
erar State legislatures the German plan has been followed, the matter 
of providing medical benefits has been left in the hands of the local 
bodies, and no provision has been made for correlating the system 
with existing health agencies. These are serious objections, since 
without such provisions a health insurance law will have little value 
as a preventive measure, although it may meet with the approval of 
those who advocate it as a relief measure. 

There must be a close .connection of the administration of any 
health insurance system with the health agencies of the country and 
with the medical profession. It is believed that this can be done in 
three ways: (1) By providing efficient staffs of medical officers in 
the Federal and State health departments to carry into effect the reg- 
ulations issued by the central governing boards or commissions; (2) 
by providing a fair and sufficient incentive for the active cooperation 
of the medical profession; and (3) by providing for a close coopera- 
tion of the health insurance system with State, municipal, and local 
health departments and boards. 

Corps of full-time medical officers. — In view of the experience in both 
Europe and America, it would seem best to place the administration 
of the medical benefits directly under governmental agencies and to 
insert a provision that no cash benefits be paid, except on the certifi- 
cate of medical officers of the national and State health departments 
acting as medical referees under the regulations of the central govern- 
ing board or commission. Such medical officers should be selected 
according to civil-service methods. Since these officers are the 
representatives of the health departments in the funds, their selection 
and appointment should also be based upon their knowledge of prevent- 
ive as well as of clinical medicine. After a probationary period of 
service satisfactory to the health administration, they should be 
given permanent appointments, subject to removal only for ineffi- 
ciency or immoral conduct. One of their duties should be to examine 
each disabled beneficiary and keep themselves informed as to the 
progress of his recovery. It is needless to say that the referees should 
not be permitted to engage in private practice. 

Free choice oj registered phijsicians. — With such a check on the pay- 
ment of cash benefits, the medical and surgical treatment provided 
for beneficiaries could safely be left to the physician of the patient's 
choice, and payment made on a capitation basis regardless of whether 
the patient was sick or well, after the manner of the English national 
insurance act. This method of selection and payment of physicians 
for the medical and surgical relief would offer every incentive to them 
to keep their patients well and to endeavor to please by rendering their 
most efficient service. 
131 
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Hospital and dispensary treatment. — In addition, free choice should 
be allowed to those who prefer institutional treatment by a selected 
staff, when available; and to this end the local and federated govern- 
ing bodies might even provide dispensary and hospital units, each 
such unit to include a staff of physicians, surgeons, oculists, dentists, 
and other specialists, and a staff of visiting and bedside nurses. 

Health insurance a measure for prevention of disease. — The greatest 
value of such a system of administration of the medical benefits 
would be in the organized corps of medical officers and of attending 
physicians registered on the panel and in the opportunity it would 
offer for preventing disease among the insured persons and their 
families. It would be through the corps of full-time medical officers 
of the health department acting as referees, that the health insurance 
system would be linked up with other health agencies. It is not 
necessary to relate here the advantages which would arise from the 
visits of such specially trained men into the homes of all sick persons. 
Nor is it necessary to tell how these officers acting as health officers 
could further lower the sick rate. The objection could not be raised 
that such a corps would be too expensive. It would not require 
more than one such medical officer to every 4,000 insured persons 
and at that rate they could more than save their salaries by relieving 
insurance funds from paying unjust claims. Furthermore, while 
an estimate can not be made of the amount to be saved by their 
efforts in the way of lowering the sick rate, it is safe to say that it 
would amount to many times more than the sum of their salaries. 

Health officials should realize now, the necessity for correlating 
the administration of the medical benefits of any proposed health 
insurance system with existing health agencies. If health depart- 
ments are at present inefficient, they should be strengthened and 
made adequate to meet all demands. 

To enact a health insurance law simply as a relief measure with- 
out adequate preventive features would be a serious mistake, but 
with a comprehensive plan for disease prevention there Is every 
reason to believe that it would prove to be a measure of extraordinary 
value in improving the health and efficiency of the wage-earning 
population. 

Recommendations. 

The following fundamental provisions should be embodied in any 
health-insurance measure proposed for National or State govern- 
ments : 

1. Insured persons. — Every person engaged in a gainful occupa- 
tion and earning less than a specified annual income, say $1,000, 
should be entitled to the benefits provided under the law. Every 
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person earning more than the specified annual income should be 
allowed to qualify for the same benefits or greater benefits according 
to annual income. 

2 . Funds. — To be provided jointly by contributions from employees 
and employers; the Government to appropriate for the expenses of 
supervision and administration. 

3. Benefits — The following benefits should be provided: 

(<z) Cash benefits. — Weekly cash payments in case of disability 
due to sickness, nonindustrial accident, or to child-bearing by the 
beneficiary, for a period not to exceed 26 weeks in any one 12- 
month period. 

(b) Death benefits. — Cash payment (for funeral expenses) to legal 
heirs for death due to sickness or nonindustrial accident. 

(c) Medical benefits. — To include adequate medical and surgical 
care, medicines and appliances in home, hospital, sanatorium, dis- 
pensary, or physician's office, beginning with the first day of dis- 
ability, whether due to sickness, nonindustrial accident, or to child- 
bearing by the beneficiary or the wife of the beneficiary, and limited 
to a period of 26 weeks in one 12-month period. 

4. Administration.— All matters of promulgation of rules and 
regulations and appeals should be vested in a National or State com- 
mission created for this purpose. All matters of local administra- 
tion should be vested in local boards of directors, federated accord- 
ing to districts, subject to supervision by the central authorities, and 
rules and regulations promulgated by the commission. 

The commission and all local and federated boards should be com- 
posed of persons representing the contributors to the funds. The 
number representing employees and employers should be in the same 
ratio as their respective contributions. 

Provision should be made for free choice of any physician regis- 
tered on the local panel, and provision might be made also for ade- 
quate institutional care for those who prefer this method of medical 
benefits. 

A corps of full-time medical officers should be provided within 
the National or State health service to have supervision of all hos- 
pital and dispensary relief; to examine all insured persons claiming 
to be disabled, and issue certificates in accordance with the regula- 
tions promulgated by the commission; to advise the administrative 
authorities and all contributors to the funds as to the best measures 
for the relief and prevention of sickness; to advise with the physi- 
cians attending sick members as to measures which will shorten the 
periods of disability; and to perform such other duties as may be 
fixed by regulations. 



